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To Our Stockholders: 


The close of the year 1954 found the Company in 
continuing sound financial condition and with im¬ 
proved consolidated net earnings, after tax adjust¬ 
ments, over those for the year 1953. It also marked 
the end of the first year of active diversification of 
product, pursuant to a planned program and not 
induced temporarily by the defense needs of the coun¬ 
try or otherwise. However, 1954 did not see any 
significant improvement in our loom business, which 
is still the main factor in over-all operating results. 

FINANCIAL CONDITION 

The Balance Sheet at the end of 1954 includes the 
assets and liabilities of Althouse Chemical Company, 
Inc. All of the capital stock of that company was 
purchased for cash as of October 1, 1954. 

This purchase was an important factor contributing 
to the reduction of consolidated working capital from 
$12,688,561 at the end of 1953 to $10,386,188 at De¬ 
cember 31, 1954. Liquid resources, however, remain 
at an excellent level. This is despite a substantial 
increase during the year of notes and accounts re¬ 
ceivable from our customers, due in large measure to 
the necessity, in appropriate instances, of departing 
from our regular terms of machinery sales of payment 
within 30 days. 

Inventories, apart from those of Althouse, continued 
to decline according to plan during the past year and 
by December 31, 1954, had reached the point ad¬ 
judged to be adequate for maximum usefulness. 

EARNINGS 

Operations for 1954, including those of Althouse for 
the last quarter of the year, resulted in consolidated 
earnings of $83,464, or 18 cents a share, before pro¬ 
viding for Federal, Canadian, and State taxes of 
$352,805 applicable to the subsidiaries, and a Federal 
tax carry-back refund estimated at $500,000 applicable 
to the parent company. Net income of $230,659, or 49 
cents a share, represented the amount of consolidated 
earnings for the year after recognition of all tax 
charges and credits. For 1953 the corresponding 
amounts were $89,234 or 19 cents a share. 

If all items applicable to Althouse were excluded 
from consolidated operations in 1954 the amount of 
net earnings, after tax provisions and refund, would 
have been equal to 15 cents a share. 

The year 1954 witnessed certain abnormal charges 
to operations, most of which originated in actions 
taken with respect to our Worcester plant designed to 
improve operating efficiency, reduce costs, and to 
provide a more comprehensive control of manufactur¬ 
ing operations and quality. 

In line with this, IBM punch-card system has been 
instituted for the primary purpose of furnishing the 
most modern concepts of control of production, sched¬ 
uling, and inventory requirements. This will be fully 
in operation in the next few weeks and, with its ulti¬ 
mate expansion into other phases of the Company’s 
affairs, should provide a satisfactory return on the 
expenditures incurred in its initial planning and 
development. 


In addition, we established on September 1, 1954, 
a division in Worcester for the manufacture of fiber¬ 
glass reinforced plastics. This is not yet in full com¬ 
mercial production and substantial time and money 
has been invested in the necessary development of this 
project. 

Considerable development work also has gone for¬ 
ward in 1954 on the new model looms which were 
exhibited at Atlantic City in the spring of the year, 
and the cost of the development and research incurred 
in 1954 in connection with this has been charged in 
full to that year’s operations. This is in accordance 
with an election permitted by the Revenue Code of 
1954, whereas under prior practice we would have 
amortized the cost over a three-year period. 

A number of our employees during 1954 accepted 
the Company’s offer of early retirement and appro¬ 
priate settlements were paid to each to compensate 
for the reduction in value of his retirement policy. 

The effect of all these abnormal items in after-tax 
dollars is roughly equivalent to 50 cents a share. 

Consolidated sales for the year 1954 were slightly in 
excess of 1953. If Althouse’s figures were removed 
from the 1954 total, however, in order to make the two 
years comparable, sales for 1954 would be moderately 
below the 1953 level. 

The major factor in that reduced volume was the 
decline during 1954 of our special manufacturing busi¬ 
ness. The general economic set-back during the 
year—minor though it was in its national effect—did 
result in a marked reduction in the sources of avail¬ 
ability of the type of special manufacturing work 
which we are well qualified to handle, leaving the 
available remainder subject to intensely competitive 
bidding. Consequently, our billings in 1954 of this 
type of work were reduced sharply from the 1953 
level and resulted in generally unsatisfactory profit 
margins as compared with a substantial return in the 
previous year in this department. 

Loom sales, however, were slightly higher than a 
year ago and constituted 36% of total business. Vol¬ 
ume of repair parts, at 36% of total sales, was some¬ 
what below the corresponding amount of the previous 
year, but this was offset to a substantial degree by the 
record volume of our Jacquard subsidiary. 

The sales of Althouse Chemical Company, Inc., have 
been recognized in consolidated operations for the 
period beginning with our ownership on October 1, 
1954. Had the volume of that company for the entire 
year been recognized, consolidated sales for 1954 
would have been 18% more than for the previous year. 

ALTHOUSE CHEMICAL COMPANY, INC. 

The purchase as of October 1, 1954 of all the capital 
stock of this company—the first major step in our 
diversification program -is a most advantageous ac¬ 
quisition from every point of view. Althouse is the 
oldest independent dyestuffs producer in the country, 
and its reputation for excellence of quality and service 
is unmatched. This addition to our consolidated 
enterprise brings us into the field of consumable prod¬ 
ucts as distinguished from capital goods of a relatively 
long service life. 

Althouse sales and earnings over recent years have 
been most satisfactory, and have not been materially 
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Althouse Chemical Company, Inc. 
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Organic Research Laboratory. Designed and constructed specif* 
ically for research and development in the field of dyestuffs and 
allied chemicals. 
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Blow Cases and Filter Presses in background. In foreground are 
dyestuffs previous to drying and grinding operations. 


affected by the generally poor condition of the textile 
industry. It is believed that volume should expand 
and earnings increase further in future years. 

Of our total consolidated assets and working capital 
at December 31, 1954, of approximately $22,600,000 
and $10,400,000, Althouse is represented by $3,500,000 
and $2,000,000 respectively. 

DEVELOPMENT AND RESEARCH 

Emphasis at a growing rate is being placed on 
research and development. Further improvements 
have been made to the five models of our new Multi- 
Purpose Loom since the time they were exhibited at 
the Textile Machinery Exhibition in Atlantic City last 
April. 

The development of these new models has been 
expensive. Although not all of the cost was incurred 
during 1954, by the end of that year substantially all 
of the amount had been charged to operations. This 
development is now virtually complete but the looms 
must undergo more extensive tests under actual mill 
operating conditions. Therefore, initial production 
orders for customers’ requirements are expected to be 
on a moderate level for some months to come, with 
full-scale production not to be looked for until the 
latter part of 1955. 

Development and research costs of $490,000 have 
been charged to 1954 operations. This is approxi¬ 
mately $177,000 more than would have been charged 
except for a change in accounting policy. The change 
resulted from the provisions of the 1954 Internal 
Revenue Code which permits such costs to be charged 
to operations when incurred, which we elected to do. 

DIVIDENDS 

During 1954 a dividend of 25 cents a share was 
paid. A statement of the Company’s dividend policy 
was given in the Annual Report for 1953. At that 
time it was pointed out that the payment of dividends 
from time to time in the absence of current earnings 
to support them must be determined by the Board of 
Directors in the light of its evaluation of the circum¬ 
stances existing on each occasion when the decision 
is made. Consideration must constantly be given to 
the requirements for profitable use of retained earnings 
in meeting an expected increase in our regular busi¬ 
ness or for any newly-developed or acquired diversi¬ 
fication of product. Your Board of Directors has 
constantly in mind the desirability of assuring regu¬ 
larity and liberality in dividends to the maximum 
degree consistent with such considerations. 

A dividend of 25 cents a share has been declared 
payable March 1, 1955 to stock of record Feb. 21, 1955. 

TREASURY STOCK 

In recent weeks the Company has purchased in the 
open market and holds in its Treasury 10,600 shares 
of its stock. It is contemplated that further acquisi¬ 
tions may be made from time to time in the future in 
the same manner. Such shares are not committed to 
any specific application or purpose but in authorizing 
the acquisition your Board of Directors considered 
their possible advantageous use at some future time in 
connection with further acquisitions, in pursuance of 
our program of diversification, or for any other ap¬ 
proved and lawful purpose. 
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LOOKING FORWARD 


During 1954 customers for our textile machinery 
continued to be subject to the generally unprofitable 
and highly competitive conditions of the cloth markets 
which have prevailed for almost three years. The 
need for conserving their working capital has com¬ 
pelled many mills to delay ordering new weaving 
machinery for additions and replacements. 

At the time this is written, however, we believe an 
expression of cautious optimism is warranted. For 
some weeks past the volume and nature of our cus¬ 
tomers* inquiries, together with some evidence of 
improvement in textile demand and prices, lead us to 
believe we have now reached a turning point. Never¬ 
theless, any translation of this activity into orders for 
our machinery cannot be expected either to be rapid or 
initially substantial. 

We can look forward to some activity on account of 
the new Multi-Purpose Loom, which was favorably 
received at the Textile Machinery Exhibition, but a 
specific projection as to volume and profits at this time 
would be premature and must await the outcome of 
field operations. 

We believe we may look forward to a substantial 
improvement in 1955 in special manufacturing busi¬ 
ness. We contracted early in 1955 to manufacture a 
large number of special purpose machines, the de¬ 
livery of which will extend throughout the year. 

It is to be expected that commercial production in 
our Reinforced Laminates Division will be on a grad¬ 
ually expanding basis during 1955, but it is unlikely 
that earnings of material amount will result over the 
near term. 


Volume and profits of the Althouse subsidiary, 
which has been referred to under a separate caption 
in this report, may be looked upon for the coming 
year to be at slightly higher levels than during 1954. 

Both our textile machinery repair parts business 
and Motion & Change orders we expect will con¬ 
tinue at present levels or better. 

Our Jacquard subsidiary entered 1955 with a back¬ 
log of orders for new machinery which will allow 
sustained high activity for some months. Moderate 
profits are expected from the Canadian subsidiary. 

We look forward during 1955 to a continuation of 
the satisfactory relations we have had with the C.I.O. 
Steelworkers* Union. Our contract with that organ¬ 
ization was renewed during 1954. 

We continue to take every sound step to develop 
new business and to improve the Company’s competi¬ 
tive position. The preparations we are thus experi¬ 
encing most certainly build a firm foundation for 
expansion and the resumption of satisfactory earnings. 

The efforts and loyalty of the Company’s employees 
are acknowledged with appreciation. 

On following pages of this report you will find 
detailed consolidated financial data. 






President 


February 14, 1955. 


Reinforced Laminates Division 



Preform operations—curing ovens on left. 
Turner Preform Machine on right. 



Battery of presses varying in platen area. 
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CONSOLIDATED Balance Sheet 

CROMI 


Includes figures of Althouse Chemica 

ASSETS 

Current Assets: 

December 31, 

1954 1953 

Cash. 

$2,704,506 

$2,699,905 

Securities, at the lower of cost or face value plus accrued interest (quoted market 
value $1,298,669 at Dec. 31, 1954 and $4,086,359 at Dec. 31, 1953) . . . 

1,294,600 

4,097,497 

Notes and accounts receivable, less estimated uncollectible accounts 

2,811,930 

1,779,851 

Claim for refund of Federal taxes on income arising from tax loss carry-back, 
estimated. 

500,000 


Inventories, at the lower of cost (first-in, first-out) or market. 

4,963,727 

5,144,742 

Prepaid insurance premiums and deposit .. 

Total Current Assets. 

187,072 

12,461,835 

215,015 

13,937,010 

Advance payments on loom orders segregated in cash, contra. 

61,810 

246,139 

Notes and accounts receivable, non-current 

331,682 

49,025 

Investment in stocks of other corporations at cost or less (quoted market value 
$144,084 at Dec. 31, 1954 and $128,369 at Dec. 31, 1953). 

28,661 

15,001 

Property, plant and equipment, at appraised values as of July 1932 plus subse¬ 
quent acquisitions at cost, less accumulated depreciation. 

7,874,004 

7,378,859 

Formulae, trade-marks, trade names, patents and patent rights. 

149,501 

1 

Development and research expense, less amortization. 

164,452 

303,154 

Excess of cost of investment in a subsidiary over its net book value (note 2) 

1,512,829 

— 


$22,584,774 $21,929,189 




NOTES TO FINANCIAL STATEMENTS 

(1) The consolidated financial statements include the Company cost of reproduction of its properties less accrued depreciation 

and all domestic and Canadian subsidiaries. The accounts of the to be an amount which exceeded their net book values by approxi- 

Canadian subsidiary are stated at their appropriate United States mately $550,000. 

dollar equivalents on a basis consistent with the prior year. All . . 4 . ^ 

M , . . . (3) There are presently in effect, with respect to the Company 

inter-company transactions have been eliminated. . .. , .. , ... . . .. . .. . , 

r and its domestic subsidiaries, non-contributory retirement plans 

(2) The amount of $1,512,829 of excess of cost of investment in for employees. Part of the cost of the plans is being funded and 

a subsidiary over its net book value relates to the Althouse part is being handled directly by the Company through charges 

Chemical Company, Inc. all of whose capital stock was acquired to earnings when pensions are paid. At December 31, 1954 the 

as of October 1, 1954. Messrs. Day & Zimmerman, Inc., engi- liability with respect to past service costs is estimated at $710,000 

neers, appraised the property, plant and equipment of Althouse for the funded part and $1,875,000 for the unfunded part. Total 

Chemical Company, Inc. as of the same date, and reported the pension costs charged to earnings in 1954 amounted to $546,700. 
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rON & KNOWLES LOOM WORKS SUBSIDIARIES 

>mpany, Inc. as of December 31, 1954 


December 31, 

1954 

1953 

$100,000 

$100,000 

659,082 

567,616 

661,319 

479,943 

655,246 

100,890 

2,075,647 

1,248,449 

61,810 

246,139 

1,600,000 

1,700,000 

5,897,100 

5,897,100 

817,500 

817,500 

1,260,000 

1,260,000 

750,000 

750,000 

2,827,500 

2,827,500 

10,122,717 

10,010,001 

12,950,217 

12,837,501 

18,847,317 

18,734,601 

$22,584,774 

$21,929,189 


LIABILITIES 

Current Liabilities: 

Note payable, current installment. 

Accounts payable. 

Accrued expenses. 

Federal and Canadian taxes on income. 

Total Current Liabilities. 

Advance payments on loom orders, contra. 

Twenty-five year 3% note payable, due Nov. 30, 1974, annual installments of 
$100,000 required on account of principal, less current installment 

Stockholders’ Equity: 

Common capital stock, no par value, declared value $12.50 per share 

Authorized and issued 471,768 shares. 

Earnings retained for use in the business: 

Appropriated Earnings: 

Possible price decline in inventories. 

Replacement of plant and equipment at higher than original costs 
Employees’ retirement income plans. 


Unappropriated Earnings 
Total Earnings Retained 
Total Stockholders’ Equity 


650-inch Papermakers Felt Loom 
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Crompton & Knowles Loom Works 
Crompton & Knowles Jacquard & Supply Co. 

Ten-Year Summary of 

Includes figures of Althouse Chemical Company 




1954 

1953 

1952 

1951 

Net sales based on index of 

1945=100 . 


146 

142 

202 

329 

Net earnings (after Federal and 

State taxes) . 

$ 

(A) 

230.659(B) 

89,234 

1,059,358 

3,092,064 

Net earnings (after Federal and 

State taxes) per share common 
capital stock (C). 

$ 

.49 

.19 

2.25 

6.55 

Dividends declared on common 
capital stock . 

$ 

117,942 

235,884 

825,594 

1,415,304 

Dividends declared per share 
common capital stock (C) . 

$ 

.25 

.50 

1.75 

3.00 

Additions to property, plant and 
equipment. 

$ 

204,093 

69,315 

259,656 

600,800 

t 

Depreciation. 

$ 

455,297 

446,852 

436,823 

407,961 

Working capital . 

$ 

10,386,188 

12,688,561 

12,433,169 

12,228,825 

Working capital per share common 
capital stock (C) . 

$ 

22.02 

26.89 

26.35 

25.92 

Ratio of working capital .... 


6.0 

11.1 

5.9 

3.1 

Common stockholders’ equity 

$ 

18,847,317 

18,734,601 

18,636,066 

18,187,513 

Stockholders’ equity per share 
common capital stock (C) . 

$ 

39.95 

39.71 

39.50 

38.55 


(A) After reflecting a claim estimated at $500,000 for refund 
of Federal taxes on income of the Company arising from a tax 
loss carry-back of $980,000. This tax loss includes approximately 
$450,000 for expenses provided for in the accounts in prior years, 
but not deductible for tax purposes until 1954. 

(B) As permitted by the 1954 Internal Revenue Code, the 
Company has elected to charge earnings currently with research 


and development costs rather than to amortize them over a period 
of years. This change in accounting policy resulted in reducing 
net earnings for 1954 by approximately $85,000. 

(C) Based on 471,768 shares of common capital stock author¬ 
ized and issued, giving effect to stock split 2 for 1 in November 
1950. The preferred stock was retired in November 1949. 



























Althouse Chemical Compc 

HUTCHISON AVENUE COMPANY 

CROMPTON & KNOWLES OF CANADA LIMI 

my, Inc. 

ITED 

Consol 

ic. from date of a 

1950 

idated 

cquisition as of Octol 

1949 

Financi 

)er 1, 1954 

1948 

ial Date 

1947 

1 for years ended 

1 December 31 

1946 

1945 

343 

318 

281 

211 

133 

100 

3,892,178 

4,698,940 

3,196,529 

2,163,168 

857,621 

338,123 

8.25 

9.65 

6.47 

4.28 

1.51 

.41 

1,887,072 

1,710,159 

1,061,478 

707,652 

353,826 

471,768 

4.00 

3.62 

2.25 

1.50 

.75 

1.00 

449,726 

539,704 

953,527 

768,023 

851,820 

183,801 

385,138 

343,437 

283,046 

238,907 

203,297 

282,579 

11,100,930 

9,678,947 

7,286,846 

6,261,581 

5,670,228 

6,269,359 

23.53 

20.52 

15.45 

13.27 

12.02 

13.29 

2.6 

3.0 

2.7 

3.1 

3.5 

6.5 

16,553,806 

14,618,900 

11,781,694 

9,893,825 

8,623,091 

8,284,456 

35.09 

30.99 

24.97 

20.97 

18.28 

17.56 

ACCOUNTANTS' REPORT dated balance sheet presents fairly the financial position of Crompton & Knowles 

Loom Works and subsidiaries at December 31, 1954, in conformity with gen- 
The Stockholders, Crompton & Knowles Loom Works: erally accepted accounting principles applied on a basis consistent with that of 

We have examined the consolidated balance sheet of Crompton & Knowles Preceding year. 

Loom Works and subsidiaries as of December 31, 1954. Our examination was ™e have examined and reported previously on the accounts of Crompton & 

made in accordance with generally accepted auditing standards, and accordingly Knowles Loom Works and subsidiaries for each of the nine years ended De- 

included such tests of the accounting records and such other auditing procedures cember 31, 1953 and we have examined such accounts for the year ended 

as we considered necessary in the circumstances. The accounts of Althouse December 31, 1954 accepting reports of other accountants as indicated above. 

Chemical Company, Inc., and Crompton & Knowles of Canada Limited are * n our opinion, the summary of consolidated financial data for the ten years 

included in the accompanying consolidated balance sheet on the basis of reports ended December 31, 1954 presents fairly the information stated therein, 

furnished by other independent public accountants. The assets of these two 

subsidiaries constitute 17% of the consolidated assets. Peat, Marwick, Mitchell & Co. 

In our opinion, based on our examination and on the reports of the other Worcester, Massachusetts 

accountants referred to in the preceding paragraph, the accompanying consoli- February 1, 1955 




































This new Select-A-Pic 
Loom combines the best 
features of our well es¬ 
tablished W-3A Loom 
with added features 
which permit many sin¬ 
gle pick multi-shuttle 
outerwear fabrics of 
wool, worsted, and syn¬ 
thetic blends to be woven 
on an automatic basis. 




Select-A-Pic Loom 
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This W-3AC is one of our newer looms 
for filling mixing of wool and blends. It 
has the simplicity and appeal of no 
superstructure, the harnesses being oper¬ 
ated by cams at the end of the loom. 
The general simplicity of C & K design 
has been retained. 

















Illustrated is one of many of our newly designed family of Multi-Purpose Looms. Prototypes are now under¬ 
going mill trials following successful showings at the American Textile Machinery Exhibition at Atlantic City in 
April 1954. 

The keynotes of our new M-P Looms are precision, strength, and simplicity. These are combined with the 
type of convertibility which insures a degree of flexibility and economy of operation that will place a mill in a 
favorable competitive position on a wide variety of fabrics in its particular field, whether it be in wool, cotton, 
silk, synthetics, or blended fibres. 

These new M-P Looms will supplement, but will not make obsolete, many of our present popular models 
which still will be used where production is limited to a more restricted range of fabrics. 


Improved redesigning of our line of 
Jacquards was made in time to meet the 
stepped up demand for jacquard loom 
fabrics so evident in today’s automobile 
upholstery. Crompton & Knowles’ Jac¬ 
quards are, of course, still available for 
blankets, dress goods, or wherever intri¬ 
cate designs and fabrics are required. 
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